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SUBJECT: GOP AUTHORIZES COCA-COLA INVESTMENT IN 
PORTUGAL 

1 . THE GOP AUTHORIZED IN MID- JANUARY A COCA-COLA INVESTMENT 
IN PORTUGAL THROUGH A JOINT VENTURE FIRM BEING 
ESTABLISHED - SOCIEDADE INDUSTRIAL DE REFRIGERANTES SARL 
(INDUSTRIAL SOFT DRINK COMPANY - SIR). ACCORDING TO THE 
DECREE SIGNED BY THE SECRETARY OF STATE FOR LIGHT INDUSTRY. 
SIR IS AUTHORIZED TO SIGN A CONTRACT WITH COCA-COLA EUROPE 
UNDER FOLLOWING CONDITIONS: 

A. CONTRACT CANNOT BE TIED TO PAYMENT OF ROYALTIES FOR 
MANUFACTURING LICENSE OR FOR USE OF THE TRADEMARK. 

B. FOREIGN PARTICIPATION IN SIR CANNOT EXCEED 50 PERCENT; 
SOCIAL CAPITAL MUST NEVER BE LESS THAN 30 PERCENT OF REAL 
FIXED INVESTMENT; 20 PERCENT OF INCREASES IN SOCIAL CAPITAL 
MUST BE RESERVED FOR PUBLIC SUBSCRIPTION. 

C. ALL PERMANENT PERSONNEL MUST BE PORTUGUESE. 

D. SIF WILL ASSURE ANNUAL EXPORTS OF N ONTRADITION AL 
PORTUGUESE PRODUCTS AT A HIGHER RATE THAN ITS ANNUAL 
IMPORTS; ANNUAL REPORTS MUST BE MADE TO GOP. 
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E. THE SOFT DRINK FORMULAE MUST MEET EEC HEALTH 
REQUIREMENTS. 

F. ALL ADVERTISING COSTS FOR FIRST TWO YEARS MUST 

BE PAID BY COCA COLA EUROPE; THEREAFTER 50 PERCENT OF 
EXPENDITURES MAY BE FINANCED DOMESTICALLY. 

G. INVESTMENT IS SUBJECT TO FOREIGN INVESTMENT CODE. 
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2. FIFTY PERCENT PORTUGUESE SHARE IN SIF WILL BE DIVIDED 
BETWEEN MENDES ALMEIDA (CONDE DE CARIA) FAMILY WHICH 
ALREADY OWNS A LARGE SOFT DRINK FIRM, FONSECA WINES 
(WHICH ALSO HAS PARTNERSHIP WITH HEUBLEIN TO PRODUCE 
LANCERS) AND OTHERS. TOTAL INVESTMENT IS ESTIMATED AT 
$3 MILLION TO BUILD BOTTLING PLANT AND IMPORT MACHINERY. 
EMPLOYMENT ESTIMATED AT 400. COKE EXPECTED TO BE ON 
MARKET BY SUMMER 1977, TEMPORARILY BEING BOTTLED 

IN ANOTHER FIRM NEAR LISBON. 

3. COMMENT: COCA-COLA INVESTMENT IS SIGNIFICANT FOR 
SEVERAL REASONS. PORTUGAL IS ONE OF FEW COUNTRIES 
WORLDWIDE WHERE COCA-COLA DOES NOT OPERATE. ITS 
APPEARANCE IN PORTUGAL HAS GENERATED WIDESPREAD INTEREST 
AND CONTROVERSY, BOTH ON POLITICAL GROUNDS AND FOR 
COMMERCIAL PURPOSES. THE SOFT DRINK BOTTLERS ASSOCIATION 
HAS PUBLICLY ATTACKED THE AUTHORIZATION AS A THREAT TO THE 
CONTINUED EXISTENCE OF MANY OF THE MORE THAN 100 SMALL 
AND MEDIUM FIRMS CURRENTLY OPERATING IN THE SECTOR. THE 
APPROVAL ALREADY PRECIPITATED THE SUSPENSION OF ONE PUBLIC 
OFFICIAL FOR LEAKING THE DECREE TO A LAWYER REPRESENTING SIF. 

4. MORE IMPORTANTLY, THIS IS FIRST APPROVAL BY GOP OF 

NEW FOREIGN INVESTMENT SINCE PASSAGE OF FOREIGN INVESTMENT 
CODE AND INSTALLATION OF FIRST CONSTITUTIONAL 
GOVERNMENT. CONDITIONS APPEAR TO BE VERY RESTRICTIVE. 

THE FOREIGN INVESTMENT CODE DOES NOT CONTAIN PROVISIONS 
TYING GUARANTEED EXPORTS TO IMPORTS, NOR DOES IT MANDATE 
USE OF EXTERNAL FUNDS FOR PUBLICITY. THE CODE IS MORE 
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LENIENT ON THE USE OF FOREIGN PERSONNEL. NEITHER THE CODE 
NOR PORTUGUESE LAW LIMITS FOREIGN INVESTMENT IN THE 
SOFT DRINK BOTTLING SECTOR TO 50 PERCENT. (THE BEER 
SECTOR, SOME FIRMS OF WHICH MAKE SOFT DRINKS, HAS BEEN 
NATIONALIZED AND THE CODE PROHIBITS FOREIGN 
INVESTMENT IN THOSE SECTORES NATIONALIZED AT THE TIME 
THE CODE WAS IMPLEMENTED; HOWEVER, NO FIRMS MAKING 
SOLELY SOFT DRINKS WERE NATIONALIZED DIRECTLY). FINALLY, 

THE CODE IMPLICITLY ALLOWS PAYMENT FOR USE OF TRADEMARKS. 

5. THE FIRST APPROVAL OF A FOREIGN INVESTMENT HAD BEE 
ANXIOUSLY AWAITED BY FOREIGN BUSINESS AS AN INDICATOR 
OF GOP POLICY. HOWEVER, THE COCA-COLA INVESTMENT PROB 
ABLY SHOULD NOT BE TAKEN AS A POLICYMAKING PRECEDENT. 

THE COMMISSION TO INSTALL THE FOREIGN INVESTMENT INSTITUTE 
HAD LITTLE TO DO WITH THE AUTHORIZATION AND, IN FACT, THE 
COMMISSION IS PRESENTLY LIBERALIZING THE CODE. COCA-COLA 
WILL CONTRIBUTE LITTLE ADDED VALUE, EMPLOYMENT OR EXPORTS 
TO THE ECONOMY, AND MAY EVEN HARM SEVERAL SMALL AND 
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MEDIUM FIRMS, GOP PROBABLY FELT ITSELF IN A STRONG 
NEGOTIATING POSITION. EMBASSY'S FIRST IMPRESSION IS THAT 
U.S. BUSINESS DOES NOT CONSIDER THE COCA-COLA CONTRACT 
TO BE A SIGNIFICANT INDICATOR OF GOP INVESTMENT 
POLICY. 

CARLUCCI 
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